COUNTY OF MILWAUREE
INTERQFFICE COMMUNICATION

Date: MNovember 13, 2006

To: Chairman Lee Holloway, Milwaukee County Board of Supervisors
From: Airport Governance Workgroup

Subject: Airport Governance and Operational Structures

Background

On June 22, 2006 the Milwaukee County Board of Supervisors approved Resolution File
No. 06-281 authorizing and directing the County Board Staff, Director of Audit,
Department of Administrative Services Fiscal and Budget Administrator, Controller, and
Corporation Counsel to establish a work group for the purpose of conducting a study on
alternative governance and operational structures of General Mitchell International
Airport (GMIA) and Timmerman Field. In addition, the work group was given the task
of examining the related financial and legal issues associated with this initiative.

The primary focus of the work group was to examine different governance and operation
models that would affect GMIA operation; however the work group recognizes the fact
that Timmerman Field plays an important role in the County’s airfield management by
providing a facility designed for this purpose. Therefore, all governance models take into
account the fact that the roles of GMIA and Timmerman Field should remain what they
are; GMIA is the airport primarily used for passenger and cargo aircraft, and Timmerman
Field primarily serves general aviation aircraft.

Milwaukee County has successfully operated and maintained airfield operations within
the County since 1919. Over time, Milwaukee County has added significant
infrastructure improvements. GMIA currently sits on 2,200 acres with two major air
carrier runways and three other runways. The current terminal complex has three
terminals with 42 gates and three temporary gates. GMIA also has a six story parking
structure for auto parking and rental car agencies. The current value of Milwaukee
County’s airport land, structures, furnishings and equipment is $436.9 million. The net
value after accumulated depreciation is $227 million.

Policy Analysis

The work group identified five basic governance structures that could be used to govern
the County’s airport operations. The five governance models include: maintaining
current County ownership and management, establishing a County authorized authority,
Jeasing airport operations o a private operator, sale of the airport, and a State imposed
airport authority. The work group has engaged in extensive research of other airport
management and operational models. interviewed prospective parties interested in a
governance change, attended meetings concerning governance changes, and reviewed
current topical material related to all aspects of each of the aforementioned governance



models. Based on the culmination of this work, the study group has provided the
following synopsis of each management and operational model. A matrix detailing
decision criterion is attached.

County Managed and Operated

This model represents no changes to the current governance structure in place at GMIA.
Policy decisions would be kept with the Miilwaukee County Board of Supervisors and the
County Executive would direct administrative oversight. Milwaukee County would
retain authority over the airport’s budget and would provide professional services through
a variety of County-run agencies. The current residual airline lease agreement would
remain in place 1o finance airport operations. The residual lease agreement requires that,
in the event that budgeted expenses are exceeded for any unforeseen reason, the airlines
will cover the additional costs through changes to rates and charges. This management
model would not impact the existing workforce at GMIA.

County Authorized Auathority

The County could establish a County authorized airport authority. There are a variety of
different ways in which an authority could be established. One example that could be
followed is model used in Lee County, Florida. Lee County, Florida, established a port
authority to address the governance oversight of the Ft. Myers, Florida, airport. The
authority is made up of all nine current County Commissioners that are elected by
citizens of Lee County. If Milwaukee County were to adopt this method of airport
governance, a decision would have to be made as to the number of seats held by authority
members.

Under a County authorized authority, the authority would assume all financial
responsibility for the airport operation. For this reason it would most likely assume the
same residual airline agreement structure currently in place. In addition, bonding
authority would reside with the airport authority. This would mean that the authority
would assume existing airport bonds. The authority would make all policy decisions for
the airport, and in this way, the County Board would retain substantial control over policy
making at the Airport. County employees currently assigned to the Airport would be
employees of the authority. The County could receive a rental payment for the use of
airport property by the authority under this model; however, any lease payment made
would be subject to FAA and airline approval while the current lease agreement is in
effect.

Lease of Airport Operations to Private Operator

A lease of airport assets to a private management firm is available to the County under a
Federal pilot program. The program grants no more than five major airports the ability to
seek, under FAA guidance, a private management firm for airport operations. The pilot
program expires in 2007, however it is anticipated that an extension of this ten-year
program will be granted.

Under this governance model, Milwaukee County would lease out airport operations fo a
private management firm. The management firm would take control of the County’s



assets such as parking facilities, concession agreements, airline agreements, and airfield
operations in exchange for a lease payment. Most firms willing to participate in a lease
agreement look for a lease period of 50 to 100 years. A large upfront payment is made to
the County, however subsequent annual payment could be made along the way
depending on the structure of the lease. There are no comparable lease arrangements in
the United States for a major airport, however lease agreements do occur internationally.
Internationally, lease deals vary based on differences in laws, ownership interest, and size
of the operation. Some of the lease agreements have allowed government entities to
make investments in the airport and to receive dividends based on the successful
operation of the airport. In the case of larger airports, airport lease agreements are for a
percentage of the airport operation.

While a Jease agreement can be an attractive method for raising capital from a County-
owned asset, there are a number of factors that need consideration. One of the largest
hurdles is the fact that two-thirds of all airlines serving the airport and the ownership of
two-third of the landing weight of air traffic must agree to the lease structure. The intent
of putting both requirements in place assures that the dominant airline along with a super
majority of the other airlines must agree to the lease model. In order to achieve
agreements by the airlines, the residual model currently in place would most likely be
replaced by a cost certain model. A cost certain agreement would guarantee that airlines
would pay a set amount annually in lease payments for facility changes. The certainty
associated with this model may be attractive to airlines by allowing them to lock in the
costs associated with leasing space at the airport. [t would appear that without the cost
certain airline agreements, this model’s success is less feasible.

In order to maximize the amount of capital available in a lease agreement, the lessor
would want to assume as much control of all airport operations as possible. The airport
management firm would take over all day-to-day responsibilities of the airport operation.
This would include making all fiscal, employment, contract, concession, rate-setting,
facility improvement, expansion, and policy decisions. County employees currently
assigned to the airport would most likely have the opportunity to work for the new
management firm. Contracts with unions would be honored until the contract term
expires.

The management firm would also prefer to have as much policy oversight as possible.
The study group interviewed interested parties who stated they would be willing to work
with the County on matters of policy oversight; however they did indicate that this would
be a negotiated item. For this reason, it is unclear precisely how much policy-making
oversight would remain with the Board of Supervisors. As mentioned before, most
international lease models are for a percentage of the airport operation. A percentage
lease may exclude the lessor from direct policy oversight, however the lessor may have a
provision to accept any policy changes as they affect the contractual arrangement. In
essence, the more oversight the County wishes to retain, the more it will cost in terms of
the lessee’s payment to the County.



Due to the complexity of the airport lease model option, it is difficult to state exactly how
a lease arrangement may work best for Milwaukee County. Simplistically, a lease would
provide the County with an infusion of cash that could be used for other County
purposes. However, as mentioned above, there are a number of variables that would need
to be negotiated that may affect the amount based on how a deal is structured.

Sale of Airport

The outright sale of the airport is the least likely of all options. To date, no major
American airport has been sold from a governmental body to a private operator. While
this option may provide the County with a substantial upfront cash infusion, the County
would lose all policy authority. In addition, should the buyer default or be deemed unfit
to continue managing the airport property, the FAA may require a local governmental
body to take over the airport operation.

Other considerations of a sale of airport property include, airport employees would no
longer be employees of the County and would be subject to the conditions of the new
employer. The new ownership group would make all policy decisions. In addition, any
outstanding bonds would need to be paid before completion of the sale transaction.

State Imposed Airport Authority

It is difficult to determine how a State imposed airport authority would impact GMIA
operations. Under a previous draft bill to establish an airport authority, Milwaukee
County would have lost all policy-making authority and oversight of the airport. The
sponsor of that legislation has recently created a Special Committee on Airport
Authorities to possibly draft new legislation on the matter stating that the Committee’s
work would be “fresh start.” Without the benefit of a draft copy of the new legislation, 1t
is unclear whether or not the financial structure of the airline agreements or bond
issuances would change. In addition, it is unclear what the status of current airport
employees would be and to what extent Milwaukee County would be involved in this
process.

Policy Consideration

Given the complexity of each item, it is recommended if the committee chooses o
examine one or more of the five stated governance options the committee request further
investigation with the assistance of individuals or groups outside the County. Outside
consultants would be valuable in determining the airport’s value, the appropriate
governance structure, and to navigate the statutory and regulatory obstacles that may
arise with a governance change. It would be beneficial for the workgroup to remain
assembled under this scenario to help guide any outside consultant based on the needs
and requirements of the County.

Attachment



"B ST 3B UAmOoUyun
a1e s[1e1p 0s pasodoid
1a3q 10U sey [9pOoIA]

“FUOPHOM

1UQLIAD U194l

pinos 10pe1ad(y wed
swadeusul JUSLING
ureial pynoo roeiado

"DIOPIOM
JUSIIND YIEdI

pine2 aojerad(y “wed
WssTRURW UMD

uIBpol pinoo 1ojekad)

‘sdysuonead
paysHqeIss Sulqumsip
jou Agasouyy aouyd

ui 3day aq pinom wesy
W eurl JUALIN)

'$$0000S

JO piooar e sey pue
‘a1qedes ‘paouaniadxs
‘polsIqeISD

st wea] wawofeuep

JudEISeUBIy

“SA3EW

Are1a8png pur

JISSE JO |OIU0D JUI0S
Supureler Aqaie;
podie Jo wred Jo

[1e {195 pinos AJunod

‘sleygew AseRdpng
I3A0 AJuOlIme

DUIOS dARY PINIOD puR
'SPUAPIAIP 9AIDDAL
“uodire ur JopsoAul e
2W029( PINOI AJUNOY)

"spoofoud jeudeo
J3SIAA0 PUR SIARBINUL
128pNg pUaLHLIOa]
pinos preog] Auoyiny

"108png podae
saaoadde pue syoafoid
enden 2051940
AJUnoTy aneMIA

1a38png podary
120 Aptoyny

-sjuers

[eiopay urelao Aedal
01 pannbaz aq Avw
Aunory mg ‘sesodmnd
AJunoo 19110 10} pasn
aq ueo ye Aradosd
10] JuawAed aate0al
pPIRoMm AJuno)

sjuesd

fedopay urensed Aedar
01 paainbai aq Aew
Ao 3nq Lojeiado
woty yuswled jmuar
SAIII PIROM AJUNO))

uauiAed

eual Aue jo jpaoxdde
annbal ppnom vy |
‘Avtadosd podae jo

astt 10 JuaiAed feiuas
E 2A13031 PInod A1uno))

"$9BIBLD-55010 10
pasInqiuies st Auno))

UONBIIPISUO))
[Blousuly

“Apaoyng
dunyew-Aorjod

AUE U113l pInod
Aumno) ey Ajayun

Jueside asesp Ul
payhuapt suonelado
uodne jo sypadse
BeLR0 Jo Junew
uoisioap Aarjod
UT1BIE PINOD AUNoD)

“‘Auoine Aorjod

UreIal oYM S{RIDIIJO
Pa193a Jo pasuduons oq
PINod pieog AOYINY

"2ouEPing
Adrjod mapdwos sureial
AJUNo.) a9 neMmIN

supjey Aonog

Suoyny uodary
pasoduy a3e1%

1r0diry jo opeg

aoreaad() aeany
01 suonerad(y
riodary jo aseary

Arroyny
pazLIoyIny Ajuno)

pajeiad(y pus
paseuey {Huno’y

SIPPOIA 9uRLIdA0Y) LiodaTy J0) pran) nosuiedwo))




alqujeAr

§1 [9DOLI OU 08 ‘pjOs
tvaq aary suodie
PRSBQ~"57[) ON

‘uoneodde
{IIS500018 2INglIpe O]
[SpOLU paseq-'S' ON

afueyd 2pi]

aBuryo ON

§50000§
Jo pooyrpyry

RHEARERIT
SI DY 20J0JI0M
PUR JUALIOTRUBIA

DSBAIIAP pIROM
S1Ljouaq puE sadem
18y AJaNy furelaoun
S1 80103 I0Mm

pue wzoﬁmowmmﬂb
JBLIND JO 2N}

‘OSBAIIDP plROM
SIJOUD( puE saBem
U A1} futeneoun
S1 9010 I0M

pur jusageuR JO
UOHU9}al uk-3uor]

‘[RIRp J21e2is

ut pas0jdxs aq 0 9ARY
pInosm Ajuno.) woly
uoneredas o3 anp asue
1B} SANSS] PALIpOWw 9q
P[1OY B2IOPLIOM dInIny
01 $)1JaUdq pue s93BMm
:AJLIOLINE 0 Iojsur)
PInOM 2210 0M
uodire waLm.)

1edun oN

yodary
1B U0 EOAN
uo edu

‘o WEw Junowe
wawied ey wym

10 539%8® JOJ JuowAed
JAFIDDI PIROM
AUnoyy J1 ureuaoury

JNBLOP B JO
ased ay) ul podie s
HOR( 9B 0 PadIo]
aq pros Aumony

ay} pue wesgoad jopid
211 Japun JoLIs ok
suonR[NIal fesapa]

‘Alunony 0] sjuawAed
[RIUOJ JO] [BTILSIO ]

"Ajunony 0} spuswAed
JeIual 10 [enuog

“AunoD)

NEM|IIA O} Spunj
LA 0] WISIURYIat

v apiaosd Jou saop
JOPOLL SSAUISNQ JUALIN)

k.

£ano))
10J uonINpoL
INUIANY

"a[es/asea]

Jo aouepdaooe
ampne annbag
suoeingal jgiapa]

o[BS /o583

Jo aoumdanoe
aupne ananbal
SUONBINGDI [BIOPa ]

‘(aseo
jenpisal pLgAy “3-e)
asea] Junsixa Ajipow

10 daay pjnos uoyiny

"SaUIIE AU} 10

japow 1500 apgeorpaid
$S9] © S1 JUdWaoIde
JUILIIR [BRPISDE JIDAM))

SoulLiy
10J saduanbasuo))
[Buen ]

WDISAS
Funjew-uosiaap
puE JuswadruRY

ooeydar Aew tojeiad()

HIDISAS
Fun|Rw-uoIs1Hap
pue Juswaseury

soedar Aeur 1o1m10d(y

‘driysuonzeras ssausng
yroows sdjay (siopusa
PUB “$2I1BUOISSIDUND
JusLRBRIRLY

yodare ‘saunpie) sonded
[1e 10} Ayrejiue g

“diysuorre|as ssouisng
yroows sdjay (siopusa
PUB ‘S2UIBUOISSAOLOD
“Juswefeurwu

wodire ‘saunjae) sonpred
[[e 10) Ajteiiwe

Ajnunuo))

Ayjroyany yodany
posodwy o1wig

Hodary Jo ajeg

sorerad(y areanty
0} suonsIadQ
podary jo aseor]

Aioyiny
POZLIOYINY A3uno))

pareiadqy pue
paseugpy AJunc’)




‘spuaweerde Joqe|
ay} Jo sadse ureled
40 yooy Jozeiado
MU 21 J1 JUWIDIEIS
$1U} 0] apell 3¢
PINOY SUOHROILI PO
S1qissod

“23ep Iojsurl; Jo

se asde] pynom 1o o
pred aq 1ay31s pinom
Autqer panooy

"SIUAWRRITE Joge]
ap Jo spoadse urerao
o Yyoo3 Joerado
MBU Y] J1 JUIUITRIS
SIU} O} apew 2¢
PO SUOREIIFIPOLE
2]qIssU

"9Jep I3JSuen Jo

su asde} pjnom 10 1o
pred aq 1ayp2 pinom
Aljiger] paninoy

"SJUSUIDAISE

Ioge] Junsixe

YA 20UBPIOOOE

U1 “§3500 Burnaooe 10§
Appiqisuodsar ayey ue
pInom otpm AJuIoyiny
"AlLIoyIne o} pausysury
aq pirom agep

01 AJi[1ge1] paniooy

‘siuduaaIge

JOQR] JUDLMD

YiMm 20UBPIODE

IS0 IRDUL puE SA[IGRI]
SNIDIE 0] BNUIUO))

UWINIIA0
‘UOHBIEA
plinlieR Ry

ye pred

WG 0] S[BNI2OR
— sdakopdwmy

0} sanpgery

— AJUnoy) uo
pedmy jeoneuly

“siuswArd [eiusg
SN U0 HOINGLITIOD
woxpdn yim apeiu

aq pinoa Juswiiey
"(Jj0 pred) paseajap
aq 01 aARY pInom
SpUOg SNUSALY

siawAed peuo
MY U0 UOINGLIUOD
woxdn yum apeus

aq pnod JudtAR |
‘(1o pred) peseajop
3G 01 2ARY PIHROM
SPUOL] ONUAAY

‘Aoyine

MIU 0] JAAO PoULIN

34 0] sARY pinom
SPUO( ANUSADI 10]
Aupgisuodsay podiny
Aq paieIauag sonuanal
ypm asn podne

10] Spuoq onudAdl

Aed o1 onunuony

podary

Aq porzrouad sanuoaal
s asn Jodne

JOf SpUOq 9NUSADL
Aed 01 anunuoy

SpUOY INUIANY
— Auno’) uo
peduy jepueury

sjuowAed

[RIU0L Ity uo
uonngrauos ogydn
Yliam opeil 9q pjnoo
wswAed (o pred)
paseajap aq O] vABY
PInoMm spuog Q0

“s1uatuded

JBIUS 21030y UO
uonngenued juoijdn
Yim apew 2g pInod
wowAeg (j3o pred)
PISEQJIP 2q 0] dARY
pinom spuog OnN

‘puny 921AIDS Jqap
Aunoyy o3 uonnNqLIIeD
OYBUE 0 JABY PINom
Ajoyne sjeiedag
wodiny Aq pejersusd
SANUDAJS (RIM

asn podne 10] spuog
05 Aed 0y onunuo’y

wodiny Aq pajeiouad

SONUDAIT [IIm
asn podae 10y spuog
0D Aed 01 anuiuo))

spuoq
0D ~ AJunro,) uo
yeduy peaeury

Aioyiny yrodary
pasoduy a3e1g

1odary Jo apug

10yeaad(y AvALLg
0} suonelad(
prodary Jo aseary

fAuoyny
pazroqIny Ajuno;)

pyyesado pur
padeuepy AJuno))




1500 51} JO

wewAed a1y spueMO;
08 pnos sjuswAed
[RIUDY “IRjSuBn

JO a1ep 211 11 1youRq
sty Joj a1qi81pe

aTom oYM SIINDL
pue saakopdws

Y10q 10j =g

PINOA SIY T "s1jeuag]
JUDWAINAY 150
BYIO 10] Jununoooy
— G JudwIRIS
pleog sprepueig
Fupunodsy
|RISIILIAOD)

M QOUBPIODDE W
S1S00 JuBWaNR 1sod
10} SNIDOE O] ANUTIUED
pinos Auno’y

IS0 SIY3 Jo

juatuded oyl spiemo)
0B pnoo syuewAed
fuay] Iagsuen

JO 91Bp 21} 1B J1jouRq
SI 403 B[qI31LD

2I9M oYM ORI
pue sealojduwa

loq Jof aq

PINOM SIY Y, "SHJoUdY
JUBLLDIIY 150
o1y 10§ Sununoosoy
— G WUAWIDIBIS PIROY
spiepuRl§ SUnUROOY
|RHUSLUELIDAOD)

YIiM DOUBPIODE Ul
§1500 Juawaal 1sod
10J ANIDIE 0] NUNUOD
pInom Ajuno:y

"SIS09

g4 punj 011sny v
ysijqessa Avw Ajsoying
arredag syjouag)
DDA 150

YO J0f Bununoooy
— C¥ BRI prrog
Spiepurlg SuiunoooYy
[RIUDWILIBAON)

YUM 20UBPIOIDE

U $1800 U224 150d
10} ANIDOE ©F GNUHUOD
pinom Aoy

gatiible]

RWBIY 150J

IOy 10] Fununonoy
~ Cp JUSWRIRIG pIROg
splepuel§ 3ununesdy
[RIUDUILIDAOT)

1M 20UBPIOIOR

Ul $3S00 JUDWIDINRI
1s0d 10J anuaoe o]
ANUIUOD PINOM AJUNOD)

SY 4SVD

Japun sygouag
ueInsuy

I} puv qieoy
JUSWAINIY

180 — AJune’y wo
1eduwy eouvug

Auoqny poday
pasody ayw3g

rrodary Jo ates

aoyesad(y ayearr g
01 suonesad()
prodary jo aseary

Auogmy
pazroyiny Ajuno-y

paresadQ pue
pageuepy {juno’y




dap e} smd SRl xR HORNAARIORENY HOLIVVIAD Y HE IS Y VLSS 1

"SQNsSI [EI9] ojulousd
Aewi uoneysigo)
Gurpgrus 01818

Jo Buipiom asioard ay ]

‘spodue jo diysisumo ayearid oyl Jof weidord

101d [2I3pa) B SAUSTIGRISA L (LY § DSN 6F
‘Auadoad Aunory (95 10 95E3f 0] SBIIUNOY) JOJ

Ayoylne peoiq sapiaoid (§)7¢°6C SIBIS “SIAA

"UOISSTUIWOD

podire ue 318310 0}
pivog Auno)) 91 1o}
Ajroyine 213 sapiaoad
(B)T PI P11 syeas st

"QOURUIDA0T

podare Funisixs

1oy Aioyne apraosd
PLYTL SIS SIM
pue 76°65 "SIBlS SIM

Luioypny [edag

‘sposooad

oes Jo spudwAnd
JeIUDT AQ PAIAOD
2q pnom pue
[esuauinedop-uou
01 padaeyd aq pjnom
1802 s1y ] saakordws
yodne Ajuo Joj
UORNGLIUOY [enuue
Moys 01 pasedard

aq ppnom podal
|eLrenoe operedos

Y SIUSWEIS
pleog spJepueis
Sununoany
[BIUIILIAAOD)

M 20UBpIODDE

ur 531509 uoisuad
uawaImal jsod

10} 91IIDE 0} ANUNUOD
prnom Auno))

Joeiado ayeaLd
wody syudwAed feyual
Aq pa19A0D 2G pjnom

pue jepuswaedsp-ucu
© 01 padieyo 2q pjnom
1509 s1yj, “seakojdug
uodaie Ajuo 10}
UOIINQLIIOD [BNuUE
mots 03 pasedaud

2q pmom odor
[erenOR Aesedos

Y SJUSUIDIBIS PEOg]
SplRpuRlS SUUNODY
[RIU9IIIIACD

UM 20UBPIODDE

ut §3800 uoisuad

judwaal 1sod
JOJ SNIOOE O HNUUOT

pInos AjunoD

‘savAodwo podne
AJUO 10} UORAQLIUOD
[BNULE MOYS

01 pauedead aq pinom
wodal penrenyoe seredas
V SIUDWISIBLS pIeOg]
SplepURIg dUIUNoOOY
[RIUDLILISAON) Ylim
S0UBPIOIDE Ul §1500
notsuad JawsIal

1sod Joy anoow 0}
SREHIUOD pnom A1uno))

spakopduwe

Hodure 2[qIsio

103 53509 worsuad

JO s1sdjeuR [RUEN) DR
maun vodn paseq

3¢ p[nom uoNNQLILOD
AL SIULWAEIS pleog
spaepurls Fununoooy
[BIUSWILLIDAOL) (1M
9DUBPIODIIE U SISOD
uoisuad juswaal
1sod 1oy anrooe 03
SNUNUOD PIRoM AJURe))

§1S0)) HOISUS |

JUAAAIRY
180 — A3une)) 4o
pedmy uvay

LAuoyny prodary
pasody awig

yrodary Jo ofey

10jeaado) syeari g
e3 suonesado
yrodary jo aseag

Auioymy
paziLioyIny Ajunon)

paesady pue
paguuRy A1uno’)y




